
To: FCC 
Office of the Secretary 
4 4 5 - l 2 ~  Street SW 
Washington, DC 20554 

Regarding: CC Docket Numbers 96-45 and 97-2 I 

Applicant Name: Reading Public Library 
Form 471 Application Number 327133 
Billed Entity Number: 126266 
Funding Request Number: 877067 

Dear Sir or Madam: 

1 would like to appeal my request for discounts that were denied by the Schools and 
Libraries Division for the funding year 2002-2003. I requested discounts for payment on 
a leasing agreement for equipment to be used for end-to-end service at twenty-three 
libraries for a wide area network. The equipment was installed by and leased from our 
telecommunications provider (lease agreement enclosed). This equipment is essential to 
providing Internet service to those library sites. The lease for the equipment is a five year 
lease and meets all criteria for discounts. All entities using this equipment are eligible 
entities and the equipment does not transfer ownership. 

I have enclosed all correspondence 1 have had with the SLD concerning this matter. They 
have denied my claim on the basis that I did not “demonstrate that the equipment met the 
criteria of end-to-end telecommunications services.” Our telecommunication provider 
installed this equipment and the Internet services to these sites would not be possible 
without the equipment. 

I look forward to hearing from you in the near future 

Sincerely, 

Bryan Leithiser 
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Universal Service Administrativeiq p 
Schools & Lib r ink  v~ ‘iGi ~. . 

Administrator’s Decision on Appeal - Funding Year 2002-2003 

Apiil IO, 2003 

Mr. Bryan Leilhiser 
RE: Reading Public Library 
100 South Fifth Street 
Reading, PA I0602 

Re: Billed Entity Number: 126266 
471 Application Number: 327133 
Funding Request Number(s): 877067 
Your Correspondence Dated: July 24,2002 

After thorough review and investigation of all relevant facts, the Schools and Libraries 
Division (“SLD”) of the Universal Service Administrative Company (“USAC”) has made 
its decision in regard to your appeal of SLD’s Year 2002 Funding Commitment Decision 
for the Application Number indicated above. This letter explains the basis of SLD’s 
decision. The date of this letter begins the 60-day time period for appealing this decision 
to the Federal Communications Corr,niss:on (“FCC”). if ycur letter of appeal included 
niore than one Application Number, please note that for each application for which an 
appeal is submitted, a separate letter is sent. 

Funding Request N e :  877067 
Decision on Appeal: Denied 
Explanation: 

Your appeal letter states that this request is for recumng telecommunications 
servicc charges on a five-year leased agreement for equipmentlmaintenance, and 
that the provider is Venzon Credit Incorporated. The lease does not transfer the 
ownership of any equipment to the libraries. Therefore, the agreement does not 
represent a purchase. 

Afkr  a thorough review of your appeal, it was detemiined that you did not 
demonstrate that the equipment met the criteria of end-to-end telecommunications 
services. Therefore, the appeal is denied. 

Since your Form 47J included some internal coruiectjons services: data equipment 
aiid associated maintenance within your Block 5 request for priority one services, 
your Fonn 471 request has been re-categorized as arequest for internal 
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connection services. For Funding Year 2002, there are not sufficient funds to 
provide internal connections discouiits to applicants at your discount rate. Your 
discount eligibility is 47%. Consequently, SLD denies your appeal because given 
the demand, the funding cap will not provide for internal connections at your 
approved discount level to be funded. 

The services you listed as tclecornmunications on your Form 471 included some 
intcmal connections seivices. FCC rules require that where demand for funding 
exceeds available suppoi-t, first priority be given to requests for 
tclecomniunicatjons services and Internet access. See 47 C.F.R. $54.507(g)(l)(i). 
FCC rules further require that requests for internal connections be given second 
priority, and he funded only if funds remain after support has been provided for 
telecommuiiications and Internct access through all discount levels in a funding 
year. See 1 7  C.F.R. 0 54.507(g)(l)(ii). Where demand for discounts for internal 
connections exceeds available support, FCC rules require funding be awarded 
first to applicants eligible for a nincty percent discount level, and thea at each 
descending single discount percentage until h n d s  are depleted. See 47 C.F.R. $ 
54.507(g)(l)(iii). Program procedures further require that funding requests for 
telecommunications/Intemet access services that include internal connections 
services he re categorized as internal connections services to prevent priority two 
services (intcrnal connections) being treated as priority one services 
(tclecornmunications and Internet access services) for funding decisions. 

If you believe there is a basis for further examination of your application, you may file an 
appeal with the Federal Communications Commission (FCC) via United States Postal 
Service: FCC, Office ofthe Secretary, 445-12th Street SW, Washngton, DC 20554. l fyou 
are submitting your appeal to the FCC by other than United States Postal Service, check the 
SLD web site for more information. Please reference CC Docket Nos. 96-45 and 97-21 on 
the first page of your appeal. Tbe FCC must RECEIVE your appeal WITHIN 60 DAYS 
OF THE ABOVE DATE ON THIS LETTER for your appeal to be filed io a timely 
fashion. Further information and new options for filing an appeal directly with the FCC 
can be found in the “Appeals Procedure” posted in the Reference Area of the SLD web site, 
~~ . s l . un ive r sa l sc rv ice .o rg  

We thank you for your continued support, patience, and cooperation during the appeal 
proccss. 

Schools and Libraiies Division 
Universal Service Administrative Company 

Box 125 ~ Cirrrspondence L:nlt. 80 Snuth Jefferson Ruad, Wbppany, Neil, lersey 07981 
Vi i i l  us n n l h  ai’ hHp//WWwsl.universaiseryice org 



Letter of Appeal to Schools and Libraries Division in Response to: 

Funding Commitment Decision Letter, Funding Year 2002 Dated July 16, 2002 
Applicant Name: Reading Public Library 
Form 471 Application Number: 327133 
Billed Entity Number: 126266 
Funding Request Number: 877067 

CONTACT INFORMATION 
Bryan Leithiser 
Reading Public Library 
100 South Fifth Street 
Reading, PA 19602 
Telephone: 61 0-655-6350 
FAX: 610-478-9035 
Email: IeithGreading l i b . ~ a ~ u s  

Dear Sir or Madam, 

Your Funding Commitment Decision Letter dated July 16, 2002 states that our request for 
discounts for payments on leased equipment for our wide area network was turned down in 
Funding Request Number 877067. In that section of the letter it is stated that the “Category of 
service was changed by the SLD &om Telecommunications to  Internal Connections” (see 
attached Funding Commitment Decision Letter, page 7 of 7). This is in error. This request is for 
the recurring charges incurred for Telecommunications Service on a five year leased agreement 
on equipment and maintenance of our wide area network €+om Verizon Credit Inc (see attached 
Master Equipment Lease Agreement). This service provides Internet and integrated library 
database services for the twenty-three member libraries of our consortium located throughout the 
Berks County area. The lease does not transfer the ownership of any equipment to those libraries. 
This then constitutes a lease not a purchase These charges are therefore eligible services. In 
addition, the Funding Commitment Letter states, “The funding cap will not provide 90% 
discount to be funded.” As part of the “Telecommunications service” shared among our 
automation consortium, the discount rate I requested for this service was for forty-eight percent 
(48%), (see attached Form 471, Block 5, page 8 of 8). 

To summarize our position, a forty-eight percent (48%) discount for leased telecommunications 
services for a wide area network providing Internet to remote libraries should be eligible for 
Erate discounts. There is no transfer of ownership of any equipment and therefore is not an 
‘‘Internal Connection” but a “Telecommunkations service.” 

Please contact me immediately to discuss these points SO that we can recti@ this situation. 



Universal Service Administrative Company 
Schools & Libraries Division 

Reading Public Library 
100 South FI Ith Street 
Reading, PA 19602 

Bryan Leithiser: 

The Schools and Lihraries Division of the Universal Service Administrative Company has 
received your conespondence dated July 24,2002 on July 24,2002 regarding the 2002-2003 
Funding decision on your application number 327133. Here are the steps that will now follow: 

I. We will review your correspondence carehlly to identify the specific issue(s) it raises. 
2.  We will consult the program integrity assurance records and all supporting documentation 

for the application. Our goal is to determine whether the program rules were administered 
appropriately in processing your application. 

3 .  Once the review process is completed we will respond in writing and state whether your 
appeal is approved, denied or approved in part. We will then follow with a funding 
commitment decision letter for any approved appeal resulting in additional discounts for 
your application. Funds have been set aside to implement fundmg decisions for appeals 
approved by the SLD andior the Federal Communicaiions Commission. 

We have begun in-depth review of the appeals we have received, and our goal is to respond to 
you as promptly as possible. We thank you in advance for your patience as we handle your 
case with the care and attention it deserves. 

Schools and Libraries Division 
Univcrsal Servicc Adrninistrative Company 

E{ou 125 Corrcspondence Unit R O  South leffersun Road Whtppany, New Jersey 0798 I 
Visi! u' nnlmc ut hHp//W-Siun,versaiserv,ce org 



LETTER OF APPEAL 
Schools and Libraries Division 
Box 125 - Correspondence Unit 
80 South Jefferson Road 
Whippany, NJ 0798 1 

CONTACT INFORMATION 
Bryan Leithiser 
Reading Public Library 
100 South F&h Street 
Reading PA 19602 
Telephone 610-655-6350 

Ernail leithoreading lib pa us 
FAX. 610-478-9035 



Hryan L e i t n i s e r  
X e a d i n g  P u b l i c  Library 
io0 SL‘U!I.II F i f t h  Streor 
Readir :g ,  PA 19602 
T e 1 e ph one : 6 1 0 - 6 5 5 - 6 3 5 0 
fn_i : 6 10 - 4 7 8 - 9 0 3 5 
1 e i t h e r e a d i n g . l i h . p a . u ~  

February 1 9 ,  2003 

T O :  Jose  D i d 2  

Schools h L i b r a r i e s  Divjs ion 
P-ogram Compliance 

Sub jec t :  E- ra te  appea l ,  a p p l i c a t i o n  # 327133 ,  FRN#877067 

Dear Mr. Diar ,  

P u r s u a n t  t o  our t e lephone  conversa t ion  on Wednesday, February 1 9 ,  2003  t h i s  
l e t t e r  w i l l  answer a l l  ques t i ons  i n  t h e  Email you s e n t  t o  m e  t h a t  day and o t h e r  
ques t i ons  you had concerriing o u r  c o n t r a c t  w i t h  Verizon. A s i gned  copy of your 
Email w i th  a l l  ques t i ons  answered accompanies t h i s  l e t t e r .  With r ega rd  t o  your 
q u e s t -o n s  concerning our  c o n t r a c t  w i t h  Verizon f o r  l e a sed  equipment t h e  
explana t ion  i s  a s  f o l l o w s .  

The c o n t r a c t  I s e n t  t o  t h e  SLD on J u l y  2 4 ,  2002 was a copy of o u r  l e a s e  
agreement with  Verizon f o r  equipment f o r  our  frame r e l a y  s e r v i c e .  T h i s  i s  an 
agreenient t o  l e a s e  t h e  equipment needed a t  a l l  end-to-end p o i n t s  f o r  da ta  
s e r v i c e  w i th in  our network. This  s e r v i c e  i s  needed t o  p rov ide  a l l  of t h e  
l ? b r z r i e s  ‘ w i t h  Tn te rne t  s e ~ v i c ~  and c o n n e c t i v i t y  t o  t h e  shared  1 i b r a r y  da tabase .  

With r ega rd  t o  t h e  t i t l e  of the agreement “Master Equipment Lease-Purchase 
Agreement”, t h i s  i s  a s t anda rd  c o n t r a c t  used by Verizon f o r  a l l  of t h e i r  
customers whether they  a r e  l e a s i n g  o r  purchas ing  t h e  equipment. In  our  c o n t r a c t  
Chere i s  no i n t e n t  t o  purchase t h e  equipment i n s t a l l e d  and w e  w i l l  not  e x e r c i s e  
m y  purchase o p t i o n s  at t h e  end of t h e  agreement.  W i t h  r ega rd  t o  subsec t ion  “2” 
on paqe two of t h e  agreement,  aga in  t h i s  i s  s tandard  language and i s  not  
intended t o  be an aqreement t o  purchase t h e  equipment. All equipment use i n  t h i s  
c o n t r a c t  remains t h e  p rope r ty  of Verizon a n d  as s t a t e d  i n  answers t o  t h e  
ques t i ons  i n  your Email. Verizon i s  r e spons ib l e  for a l l  replacement and 
maintenance of t h e  emiipment. 

Lss ir t d n t  Di rec tor  



From: Jose 3 i a z  ;JDIAZ@neca.org] 
+nt: Wednesday. Feoruary 19, 2003 12:16 PM 
To : L F ITHR rear! i ng .I 2Lh. p a .  u i 
Cc: Jose Diaz 
Subject: '-rate appeal, applIcati3n # 327133, FRN#817067 

Fehrljary 19, 2003 

Firyan 1,eithiser 
Reading Public Library 
Y r .  Leithiscr, 
My name i s  .Tose Diaz. I am processing the appeal f o r  your Fund-Year 2002 
application # 32713.3. I need the €ollowiny information: 

H a s f d  on the documentation that you submitted v i a  fax dated May 23, 2002 FRN 
87706'7 includes charges associated with on-premise equipment. The FCC has 
indicated that equipment at the applicant sjte is presumed to be Internal 
Cormections, but that this presumption can be overcome in certain circumstances. 
in order for us to evaluate your request, please provide the following 
Information. Please be sure to sign your  response and list your title. 

_ .  Is t he  equipment directly related to the end-to-end provision of 
l'-lecommurications or Internet Access services? YES 

2 .  Will the same service provider that provides the associated 
Telecommunications Service or Internet Access provide the leased equipment? YES 

3. Will ownership of the equipment transfer to the library in the future? NO 
4 .  Does the relevant contract or lease include an option f o r  the applicant to 
purchase the equipment? NO 

_ .  c1 Does the relevant contract or lease stipulate that the applicant will have 
exclusive use of the equipment? YES 

6. Will the leised equipment at the applicant site be used for any purpose 
other tnan receipt of the eligible Telecommunications Services or Internet 
~ccess of which it is a part? NO 

7. Will the library's internal data communications network function without 
dependcnce on the equipment'? NO 

8. Goes responsibility for maintaining the equipment rest with the service 

.7 

- Ahis information mcst be submitted within 7 calendar days. If you have any 
Lurt~her questions, please do not hesitate to contact me. 

l h a n k  you for your time 

Zose D ~ i a z  
Sch i lo l s  6 Libraries Divisj on 
Fr og r a n  Compliance 
Voice: 973?884?8541 
Fax : 
S?m;i  I 1 : 1 di 5 i Ca s 1 . c n~ i v e r s  a1  s ~2 r;-i CE . (J 

r 

973?59 9 i 6525 



VERlZON CREDIT !NC. ! 

ASTER EQUIPMENT LEASE-PURCHASE AGREEM$NT 
! p-:T‘, ,, 

. . i  (, 
(For use with State and Local Governments) 

Master ~4geement  Daie: 

For and in consideration of the mutual promises and agree- 
ments herein contamed, and other good and valuable considera- 
tion, the receipt and sufficiency of which are hereby acknow- 
edsed, the pmies hereto agree as follows: 
1. Dejinitiuns. Unless the context othenvise clearly requires, the 
follow in^ terms shall have the respective meanings set forth be- 
low for all pulposcs of this -4greemeni, each Schedule and each 
Leasc: 

“Additional Paj~menls” means any amounts (other thz 
Rental Payments) requircd to be paid by Lessee pursuant to tt 
terms of each Lease. 

“Agreement” means this Master Equipment Lease-Purchar 
.Agreement, as supplemented and amended from rime to time i 
herein provided. 

“CcrtiJicuie of Acceptunce” means, with respect to eac 
Schedule, a certificate that Lessee deIivers to Lessor up0 
Lessee’s receipt and acceptance of the Equipment described i 
such Schcdule and pursuant to which Lessor is directed b, 
Lessee to, and against which Lessor does, allocate funds to pa: 
:he Purchase Price for such Equipment. Each Certificate o 
4cceptance with respect IO a Schedule shall be in substantiall: 
h e  form attached as Exhibit j to such Schedule, shall be com 
deted, executed and delivered by Lessee to Lessor as providet 
n Paragraph 9 of this Agreement and shall have a Rental Pay 
uent Schedule and, wirh respect io a Tax-Exempt Lease only 
.R.S. LnFormaiion reporting return attached thereto. 

“Code” means the Internal Revenue Code of 1986, a: 
mended. Each reference to a section of the Codr herein shall be 
eemzd to include the United States Treasury Regulations pro- 
osed or in effect thereunder. 

“Eqiiipment” means (a) the equipment, vehicles, computer 
ardware and software (subject to any applicable software licen- 
: ag;eement) and other tzngible and intangible personal 
;operty (mcludmg maintenance and other support service 
rreunienrs, idenhficd in each Schedule, (b) any property 
:qUired in substitution, rcriewnl, repau or replacement for or as 
idirjons, miprovements, accessions and accumulations to any of 
:ch equipment, vehicles, computer hardware and software and 
her personal p o p e m  and ( c )  any acccssones, parts and appur- 
nmces appcrtaimg or attached to any of such equipment 
Iliclcs, computer hardware and sofnvare and other personal 
a?eriY or from hrne to tune mcorporatcd therein or installed 
3rcon. 

‘ ‘R .en f  sf Dqjul i” I S  defined in Paragraph 24 of rh~ 
ireement. 

“Event 01 Nonappropriation ” means a nonrenewal of the 
term of a Lease by Lessee, determined by the failure or refusal of 
the govemmg body of Lessee to appropriate monies sufficient to 
pay the Rental Paymenh and reasonably estimated Additional 
Payments for the next succeeding Renewal Tern as provided in 
such Lease. 

“Fiical Period” means the annual or biennial period used 
from time to time by Lessee for its financial accounting and 
budgeting purposes. 

“hirial T e n ”  means, with respect to each Lease, the period 
determined as provided in Paragraph 3 hereof. 

“Len.w” means, collectively, (a) a Schedule 2nd the terms of 
this .4greement whch are incorporated by reference into such 
Schedule, (b) the Cemficate of Acceptance relating to such 
Schedule, together with the Attachments to such Certificate of 
Acceptance. and (c) each Addendum that describes h s  Agree- 
ment or the Lease to wluch such Addendum relates. 

“Legoily Available Funds” means funds that the governing 
body of Lessee duly appropriates or are otherwise legally avad- 
able for the purpose of making Payments under each Lease. 

‘Xersee” means the entity referred to as Lessee in the 
headmg for this Agreement. 

“Lessor” means (a) the entiry referred to as Lessor in the 
heading for t h ~ s  Agreement or (b) any assignee or transferee of 
any right, title or interest of Lessor in and to any Lease (includ- 
ing Rental Payments and the Equipment thereunder) pursuant to 
Paragraph 27 hereof, but does not include any entity solely by 
reason of that entity retaining or assuming any obligation of 
Lessor to perform under any Lease. 

“Net Proceeds “means the amount remaining from the gross 
xoceeds of any insurance claim or condemnation award after 
jeducting all expenses (including attorneys’ fees) incurred In the 
:ollecnon of such claim or award. 

’ayments and the Additional Payments thereunder, collectively. 
“Prepuyment Dption Amouni” means, with respect to each 

.ease, the amount determined pursuant to such Lease a r  w h c h  

.essee may prepay the aggregate principal component of Rental 
‘ayments thereunder on any Rental Payment date provided in 
uch Lease for which a Prepayment Opbon .4mOUDt is identified 
nder the column titled “PREPAYMENT OPTiON AVOm1T” on 
le related Rental Payment Schedule prior to the scheduled pay- 
icnt of all Rental Payments to be paid under such Lease for fie 
quipment therein idennfied. 

“Puxhuse Price” means, with respect IO each Schedule, thc 
tal cost of the Equiprnsnt described in the Cemiicate of 

“Payments ’’ means, with respect to each Lease, the Rental 



J: 
Acccptace  related tc such Schedule; i iduding all d e l i i q  
c h a r p ,  installation charges. capitalizable consulting and n a b -  
ing fees, lezal fees, fmancing costs, motor v:Ijiile registration 
fees, rccording and filing fe-s and other costs necessary to ws t  
full, clear legal ride to such Byujpment in Lessee; subjeci to the 
i c c b ~ n  inrerest granted to and rerained by Lessor as set forth m 
the related L w e ,  and otherwse incurred in connccnon with the 
financing provided by the lexe-purchase of the Equipment as 
provided in such Lrase 

"Renewal Term" means, nlth respect :o each Leas;, eaLh 
successive period, in addition ro 'be applicable hiha1 Term, &at 
is COextensive with Lessee's Fiscal Period and for wluch ~ ~ ~ s e ~  
has pitended the term of such Lease as provided therein 

respect to each L ~ ~ ~ ~ ,  the 
amounts (allocable with respect to a Tax-Exempt Lease to a 
prmcipal component and an interest component) payable by 
Lessee pursuant to such Lease, as payments for the installment 
financing of the Purchase Pnce for the Equipment as set fonh in 
such Lease. 

"RmfaI Paymml Schedir1e" means, with respect to each 
Lease, &e sched& of Renra] Payments due with respect to the 
funds allocated for the paymcnt of the Purchase Price under such 
Lcase by Lessor at Lessee's dirzction pursuant to the related 
Certlilcate of Acceptance, calculated as provided in the related 
Schedule and attached as Atinchmen/ I to such Certificate of 
Acceptance. 

a Lease Schedule that may be executed 
by Lessor and Lessee from time to time pursuant to this Agree- 
ment and, in the case of a Tax-Exempt Lease, in substantially the 
form attached IO this -4greement as Schedule .4-1 or, in the case 
of a Taxable Lease, in substantiaily the form attached to th~s 

hibits attached to each such Schedule. 
"Scheduie Dare" lhe date Identified by 

Lessor in its Acknowledgment to a Certificate of Acceptance on 
which Lessor allocated Funds for the payment of the Purchase 
Price under the related Schedule at Lessee's direction. 

"State" means the State under whose laws Lessee exists or 
is organlzed. 

"Taxable Lease" means a Lease that is !lot a Tax-Exempt 
Lease. 

"Tax-Exempt Lease " means a Lease for which the interest 
componcnl of Rental Payments is excludible from ~ o s s  income 
of the owner or owners thereof for federal income tax purposes. 

"Vendor" means tbe manufacnuer, seller or supplier of the 
Equipment and the agents or dealers of the manufacturer, seller 
or supplier from whom Lessee acquired and Lessor fmanced the 
Equipment pursuant to the applicable Schedule. 
2 .  Agreement to Lease-Purchase Equipment Under Each 
Lease. Lessee hereby a s e e s  to acquire, purchase and lease all ' the Equipment identified m each Schedule that may horn time to 
time 3e executed by Lessor and Lessee pursuant hereto, and 
Lessor hereby agrees to lease the Equipment under each 
Schedule to Lessee, all on the terms and conditions Set forth in 
this Agreement and the related Lea% Each Schedule executed 
and delivered by Lessor and Lessee puisumt io this Ageement 
and the related Ceflficate o f  Acceptance (including the .4;tach. 
nicnts thereto) shall constitute a separate and &dependent Lease, 

?ius .4geement 1s not  a comtment by L~~~~~ to L~~~~~ or 
to my Vendor to enter into any Schedule not currently effect 
unless Lessee shall execute and deliver to Lessor a 
Schedule tozerhcr with all Exhibits thereto each in form sub. 
stance and with lerms acceptable 10 I,essor (m rhe exercise of its 
siile discretion) and o d y  so long as the fmancial condition or 
affalrs of Lessee shall not hav: changed so as, in the sole opinion 
o f  Lessor, to unpair the credit risk to Lessor crf  the uansachon 
contemplated by such Schedule. 

Each Schedule, upon its zxciurion by L~~~~~ and L , ~ ~ ~ ~ ~ ,  
ihsll constitute a commitment by Lessor to f inance  Lessee's m- 

Muni 2 0 X  Ver~zop 07!00 -7. 
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,.Schedule,, 

Agreement as ,s&eduleA-2, toyether in each case with the Ex. 

I I 
s r a h e n t  purchase and leasing of the Equipmeot ~ e r s i ; l  de- 
scribed on- the t e r n  and subject to the conditians Trovided in 
such Schedule, and shall constitute a commitmenr by Lessee ro 
obrain such fmancing hom Lessor, but nothing vi this Agrec- 
ment or in such Schedule shall obligate Lessor to allocate Smis 
for h e  payment of the Furchase Price under the relared Lease as 
directed m any Certificate of A-cceptance unless Lessee shall 
complete, execute and deliver to Lessor a Cerhricate of Accep- 
tance with respect to Equipment ai  a Purchase Price and with 
Vendors acceptable to Lessor (in ;he exercise of its sole discre- 
con) and o d y  so long as thz fmanciai condition or affairs of 
Lessee shall not have changed so as, in the sole opinion of 
Lessor, to unpau the c red t  risk to Lessor of the transacnon con- 
templared by such CertiScate of Acceptance; provided, however, 
that Lessor's approval of or failure to object to any Vendor shall 
not constitute 01 WJY any representation by Lessor with respect 
to the quality Or reliabiliQ' Of such Vendor. 

This Agreement and any Schedule are, and in the case of a 
Cerfificate of Acceptance may be, entered into solely j%r the 
benejir ofLessor and Lessee and nof for the benefit of any third 
Pa@ fwiihouf limitaiion) any vendors. 
3. Term. The term of this Agreement beghs as of the Master 
Lease Date set fonh h ~ v e  and will continue SO long as mY 
amount remains unpaid under a Lease. The Term of each 
Lease begins as of the Schedule Funding Date identified by 
Lessor in the Certificate of .4cceptance relating to such Lease 
and expires a t  midnight on the last day of Lessee's current Fiscal 
Period during which such Schedule Funding Date occurs. 
Beginning at the expiration of the applicable Initial Term, the 
term of each Lease shall automatically he extended upon the 
snccessive appropriation by Lessee's governing body of amounts 

Additional Payments during the next succeeding Renewal Term 
in the number ofRenewa1 Terms, each coextensive with Lessee's 
Fiscal Period, as are necessary for all Rental Payments identified 

the pement  ~~~~~l papent schedule to be paid in full, 

The t e rn  of each Lease will expire upon the first to occur of 
(.) the expiration of the Initial Term or any Renewal Term 

under such Lease during which an Event of Nonappropriation 
occurs, 

(b) the day after the last scheduled Rental Payment under 
such L~~~~ i s  paid in full, 

(c) the day after the Prepayment Option Amount under 
such Lease is paid in full or 

(d) an Event of Default under such Lease and a termination 
oflessee's rights thereunder as provided therein. 
4. Rental Payments. Lessee hereby agrees to pay Rental Pay- 
ments for the Equipment identified in each Lease (but only from 
Legally Available Funds) to Lessor at Lessor's mailing address 
set forth above (or a t  such other address as may be designated 
from time to f ime  pursuant to Paragraph 2 1  or 30 here00 in the 
amounts provided in the pertinent Rental P a p e n t  Schedule. 
Rental Payments made by check will be accepted subject to col- 
lection. 

Lessee's obligcfi9.5 !D make Ren?a! Peymenfs end lo pay 
any Addifional Paymrnfspayabie under each Lease consfilutes 
a current obligaiion payable ac ius ive~f iom Lelalb Available 
Funds and shall not be construed to be an indebtedness within 
the meaning of a?!y applicable constitutional or statutory limi- 
falion OrreqKiremenl. Lessee has notplcdgedifs full faith and 
credit or its taxing power f o  make any Rental Payments or Ad- 
ditionnlpayments under any Lease. 
5. Agreement to Seek Ap.Dropriations; Notice of Event of 
Nunappropriation. Lessee agrees that its primary business offi- 
cial will do all t h g s  lawfully within such official's power (a) to 
include a m o m s  to make Payments under each Lease in each 

or biennial budget (as appropriate) to be submitted to 
Lessee's governing body and (b) to use best efforts to obtain and 
mainlam funds from whch  Payments under each Lease may be 

sufficient to pay Rental Paments md estimated 

such L~~~~ is as provided therein, 



m made dunnc eaih Slscal Period for wluch amounts have been I law for such Dumose 360 davs after such temlnatmn nT 

date ior whch a Prepaynent Opbon Amount is identitied~under 
the column htled “PREPAYMENT OPTION AMOLNT” w the 
applIrable Rental Payment Schedule. Such prepayment amount 
shall equal the Prepaymenr Ophon Amount (assuming that all 
Rental Payments and Additional Eayments due under such Lease 
on and prior to the prepayment drite  have^ been pald) shown for 
rbe Rental Payment date on wbch such prepayment is to be ei- 
fective under the column titled “PREPAYMENT OPTION 
.4110LWT” in the applicable Rental Payment Schedulc. The ag- 
gregate principal component of Rental Payments may not be 
prepaid in whole or ir part on any day prior to the f i s t  Rental 
Payment Date for which a “PREPAYMENT OPTION AMOUNT” 
is shown in the applicable Rental Payment Schedule, and the 
Prepayment Option Amount shown on any Rental Payment 
Schedule may include an ainount representing premium. 

in this paraDaph 6 and 
L~~~~~ a witten notlce ex. 

ercishy such and designatiog the affected L ~ ~ ~ ~ ,  the 
Rental payment date on wh,ch such prepaSment is to be effective 
and the applicable Prepayment Ophon Amount, which notice 
shall be delivered to Lessor at least ;O days in advance of the 

T~ exercise the  option 
in a L ~ ~ ~ ~ ,  L~~~~~ shall 

. ~ .... ~- _ _  1 .  ~, 
duly approinared to make Payments. Lessee hereby a g e e s  to 1 occurrence. 

by Lessee m Its capacity as Lessor’s agent for purposes of such 
Schedule. Lessor shall have no liabhty for any delay in delivery 
or failure by the Vendor to deliver any Equipment under any 
Schedule or to fill any purchase order or meet the conditions 
thereof. Lessee, at its expense, will pay or cause the Vendor to 

~ pay alf~transportation, pack~~~taxes;duties;insuranee; instaHa- 
tion, testing and other charges r e l a k g  to the Equipment under 
each Schedule. As soon as practicable after Lessee’s receipt and 
installation of all Equipment identified in a Schedule, Lessee 
shall deliver to Lessor a Certificate of Acceptance relating 
thereto. Execution of a Certificate of Acceptance with respect to 
the Equipment identified in a Schedule by any employee, official 
or agent of Lessee having authority in the premises or having 
managerial, supervisory or procurement duties with respect to 
equipment of the same general type as the Equipment described 
in such Certificate of Acceptance shall constitute acceptance of 
such Equipment on behalf of Lessee. If Lessee delivers a com- 
pleted and executed Ceriificate of Acceptance to Lessor that is in 
form and substance acceptable to Lessor and sahsfies the condi- 
tions for allocation Of funds for the P a p e n t  of the Purchase 
Price under the related Lease, including those provided in the 
thxd paragraph of Paragraph 2 of this Agreement, Lessor shall 
within 5 business days allocate such funds as directed by Lessee 
in such Certificate of AcceDtance. comnlete and execute the Ac- 

nonfy Lessor immediately (and m no case latcr than 30 days 
pnor to the last day of its then current Fiscal Period) of the 
occurrence of an Ewnt of n’onappropriation under any Lease. 
6. Prepaymcnr Option. Lessee is granted the option pursuant to 
the applicable Lcase to prepay the aggegate principal compo- 
nent of Rental Payments (m whole but not in part) jdentifjed m 
nuch Lease, prior to the scheduled payment of the Rental Pay- 
ments m &I! pursuant til such Lease, on each Rental Pa-ymenr 

knowled-pent of Lessor &cluded in sich Certificate of Accep- 
tance and calculate and prepare the Rental Payment Schedule to 
be attached to such Ce;tificate of Acceptance all of which shall 
constitute and be p a a  of the related Lease. 

Lessee understands and agrees that neither the Vendor of 
a n y  Equipment under any Schedule or related purchase order, 
nor any salesman or other agent of any such Vendor, is an agent 
of Lessor. No salesman or agent of the Vendor of any Equip- 
ment under any Schedule or related purchase order is authorized 
to waive or alter any term or condition of any such Schedule or 
related purchase order, and no representation as to Equipment or 
any other matter by the Vendor of any Equipment under any 
Schedule or related purchase order shall II~ any way affect 
Lessee’s duty to pay the Rental Payments under the related Lease 
and perionn its other obligations as set forth in such Lease. 
Lessee hereby acknowledges that it  has or will have selected the 
Equipment idenhfied in each Schedule using its own criteria and 
not in reliance on any representations oilessor. 
10. Disclaimer of Warranties. LESSOR, NOT BEING TEE 
MANUFACTURER, SELLER OR SUPPLIER OF ANY OF THE 
EQUIPMENT UNDER AAY SCHEDULE, NOR A DEALER IN 
ANY OF SUCK EQUIPMENT, €CAS NOT MADE AND DOES 
NOT MAk% ANY WARRANTY, REPRESENTATION OR 
COVENANT, EXPRESS OR IMPLIED, AS TO ANY MATTER 
W’HATEVEZ, INCLUDING BUT NOT LIMITED TO: TEE 
MERCUNTASILJTY OF TPZ EQUPMENT OR ITS FlTNESS 
FOR Am PARTICULAR PURPOSE, THE DESIGN OR CON- 
DITION OF THE EQUIPMENT, TKE QUALITY OR CAPACITY 
3F THE EQULPMENT, THE WORKMANSBlp IN TKE 
EQUPMENT, COMPLL4NCZ OF THE EQUrPMENT WITH 

)R CONTRACT PERTALWING THERETO, PATENT 
NFRINGEMENT OR LATENT DEFECTS. NOTHING RERELN 
;HALL MODIFY LESSEE’S RIGHTS AGAINST THE VENDOR 
IF ANY EQUIPMENT. Lessee accordingly agrees not to assert 
ny claim whatsoever against Lessor based thereon. Lessee fur- 

rm REQUIREMENT OF ANY LAW, RULE, SPECLFICATZON 

9. Deiiveq und instollution. Lessee shall select the type, quan- 
tiry and Vendor of each item of Equipment designated in a 
Schedule. Once Lessor and Lessee have executed the related 
Schedule, Lessee (as Lessor’s agent for t h s  purpose) shall then 
order the Equipment identified in such Lease from such Vendor. 
. b y  e x i s h g  purchase order at the m e  a Schedule is executed 
for any porhon of the Equipment therein identiiied and any pur- 
char- order thereafter executed shall be deemed to be executed 

proposed prepayment date. Such prepayment option may b 
exercised by Lessee with respect to a Lease whether or not on 
or more Events olDefault have occurred and are then continuin; 
under such Lease at the time of such exercise; provided, how 
ever, that the prepayment of such pricipal  component o€ Renta 
Payments under the applicable Lease upon the exercise of sucl 
option during the continuance of an Event of Default thereunde 
shall not linnt, reduce or otherwise affect liabilities or obligation: 
that Lessee has incurred as a result of such Event of Default 01 
othenvise terminate the r e m  of the affected Lease notwiih. 
standing anydnngin such Lease to the contrary. 

Immediately upon any such prepayment being made, Lessoi 
shall execute all documents reasonably necessary to c o n f m  111 
Lessee title in and to the Equipment under the affected Lezse 
free and clear of any hen, encumbrance or other interest created 
by Lessor, but without warranties and in “where-is, as-is” con- 
dition, and reiease Lessor’s security interest in such Equipment 
and shall deliver such documents to Lessce. Lessor shall fu the i  
cooperate in providing for the filing of any necessary releases, 
termination statements or other s d a r  documents and the re- 
lease of certificates of title or certificates of origin to Lessee. 
7 .  Essmfidity.  Lessee’s present intention is to make Rental 
Payments and Additional Payments under each Lease for the 
Initial Tern  and all Renewal T e r n  applicable thereto as long as 
it  has Legally Available Funds. Jn that rcgard, Lessee represents 
with respect to each Leese that (a) the use and operation of the 
Equipment under each Lease is essential to its proper, efficient 
m d  econom’c gov~mmental operation and (b) the functions per- 
formed by the Equipment under each Lease could not be kans- 
ferred lo other equipment available For its use. 
8. Nonsubsiitu(ion. If Lessor ternmates a Lease pursuant to 
Paragraph 25 or an Event of Nonappropriation occurs with re- 
spect Lo a Lease, Lessee agrees, to the extent not prolnblted by 
law, no! to purchase. lease, rent or othawise acquire equipment 
Perfaming functions similar to those pe:formed by the Equip- 
men1 described ir such Lcase or obtam from m y  sou~ce  the 
scnices or ?nfcmaticn that the Eauicment descfibed in such 

rher agrees, regardless of cause, not to assert any c l a m  whatso 

1 1  [.ease was to perform or proTSide, m each case for a period equal 
the  shorter of (a)  the longest p x o d  (if any) pemt t ed  by State 
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e\er a2aiust Lcssor for any duecf;?kd:rect, consequential, 
incidtntal or sp-cia1 dam2ges or loss of any classification. 
Lessor shall have no obheation to install, erect, test, adjust, 
sc-ice or maintain any Equipment under any Lease. Lessee 
shall look solzly to the manufacxrer, seller a d o r  supplier for 
any and all  clauns rclatcd to nny and all of the Equipment. 
LESSEE ICQCIJRRES, PLKCHASES .AND LEASES THE 
EQliJPhTENT “WHZRE-IS, A S  IS” AND “WITH ALL 
FAt’LTS.” 

Lessor hrreby acknowkdgss that, so long as no Event of 
Default or Event of Nonappropriation has occurred and is con- 
tinumg under a Lease, the warrannes (f any) of the manufac- 
turer, seller a d o r  supplie: of the Equipment under such Lease 
are for the benefit of Lessee. 
i l .  Title lo Equipmeti:. During the term of each Lease, title To 
the Equipment identified therein shall he vested in Lessee, sub- 
ject to the rights of Lessor under such Lease, unless Lessor ter- 
m a t e s  such Lease pursuant to Paragraph 25 hereof as provided 
11i such Lease or an EiJsnt of Nonappropnation occurs with re- 
spect to such Lease, in which event title to the Equipment identi- 
fied in such Lease shall immediatrly vest in Lessor free and clear 
of any right,. title or interest of Lessee. Lessee, ai its expense, 
will protect and defend Lessee’s title to the Equipment identiiled 
in each Lease and Lessor’s rights and interests therein and will 
keep the Equipment under each Lease free and clear from any 
and all claims; jiens, encumbrances and legal processes of 
Lessee’s creditors and other persons. AI1 items of Equipment 
shall at all times be and remain personal propem notwithstand- 
ing that any such Equipment may now or hereafter be affixed to 
real& 1 ~ ~ ~~~ 

12. Tar Covenanis Applicable Only lo  Tar-Exempt Lcuses; Tar 
Indcmniiy PayineHfs. Lessee agrees that it will not take any ac- 
tion that may cause the interest component of Rental Payments 
under any Tax-Exempt Lease to be or to become includible in 
the gross income of the-nwner or owners thereof for federal in- 
come tax purposes, nor will it onut to take or cause to be taken, 
in a timely manner, any action, whch omission may carse the 
interest component of Rental Payments under any Tax-Exernpt 
Lease to be or to become includible in the gross income of the 
owner or owners thereof for federal income tax purposes. Lessee 
agrees to execute and deliver to Lessor, Upon Lessor’s request, a 
tax cefiificate and agreement in form and content acceptable to 
Lessor, relating to the establishenf and maintenance Of the ex- 
cludibihty horn gross income of the interest component Of 
Rental Payments under any Tax-ExemPt Lease for in- 
come tax purpcses. 

If Lessee breaches the covenant contained in thx  Paragraph 
with respect to a Tax-Exempt Lease, the interest component of 
Rental Payments under such Tax-Exempt Lease may become 
includible IU gross income of the owner or owners thereof for 
federal income tax purposes. In such event, Lessee agrees to Pay 
promptly after any such determination of taxability and on each 
Rental Payment date thereafter to Lessor an additional amount 
determined by Lessor to compensate such owner Or o\Yners for 
the loss of such excludibihty (including, without IimiIation, 
cornpensation relating to interest expense, penalties or additions 
to tax). whch  determination shall he conclusive (absent manifest 
exor). 
addjnonal amount payable by Lessee pursuant to h S  Paragaph 
12 as provided in a Tax-Exempt Lease shall be payable solely 
from Legally Avadable Funds. 

It is Lessor’s and Lessee’s intenhon that each Tax-Exempt 
Lease not constiiure a “hue” lease for federal income tax pur- 
poses and, therefore, it is Lessor’s and Lessee’s intention that 
Lcssee be considered the owner of the Equipment under each 
Tax-Exempt Lease for federal income iax purposes; provided, 
how’euer, that nothing Ln ‘ h s  paragraph shall affect the charac- 
t eea t ion  of the transactions contemplated by each I a s e  for 
State law purposes. 

No?withstanding. anything herein to the contrary, 

reportoflessee’s auditor. 
During the term of each Lease and at Lessor’s request, 

Lessee shall promptly furnish to Lessor a list of those officials OT 
officers of Lessee who are duly authorized to execute and de- 
liver, for and on behalf of Lessee, ihis Agreemenf any Schedule 
or my Certificate of i\cceptance or otherwise perform acts and 
execute documents and agreements relating to any Lease. 
14. s ~ ~ ~ ~ ~ Q  ~ ~ ~ ~ ~ ~ ~ ~ r ;  ~ ~ d h e r  Assurances. To secure the 
perfomance of of L ~ ~ ~ ~ ~ ’ ~  obfigatjons under each Schedule 
and the related Lease, Lessee grants to Lessor, and Lessor shall 
have and retain, a security interest constitutiDg a first and K X C ~ U -  
sive lien on the Equipment delivered under each respective 
Lease, on all attachments, repairs, replacements and modlfica- 
tions thereto 01 therefor and on any proceeds therefiom; pro- 
vided, however, that such grant of a security interest shall not 
apply with respect to any portion of Equipment consisting of 
computer software that is subject to a license that prohibits such 
grant of a security interest with respect to the licensed software. 
~ n y  portion of Equipment consisting of computer software that 
is subject to such a prohibition in the related license shall be 
subject to such separate rights and remedies 2s may be agreed 
upon by Lessor and Lessee with the consed of the software li- 
CKUSOI. Lessee agrees to execute and deliver such additional 
documents, including, without limitation, financing statements, 
certlficates of title OT ceMicates of origin (31. applications there- 
for) n o b g  Lessor’s inrerest thereon, Opinions O f  COUIlSd, nOtlCCS 
and sdar inshments, in form satisfactory to psso r ,  wbch 
Lessor deems necessary or appropriate to establish and maintain 
its security interest in the Equipment under each Lease or for the 
CoNimation or perfection of each Lease and Lessor's r,ghis M. 
der each Lease. Upon the occurrence of an Event of Default or 
an Event of Nonappropriation under a Lease or in the event that 
Lessee refuses or is othenvise unwiliing to execute and file fi- 
nancing statcments to which Lessor is entitled in accordance with 
such Lease w i b  ten days L ~ ~ ~ ~ ~ ’ ~  ctten request to 
Lessee therefor, Lessor is authorized to tile fmancing statements 

,/-5 
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13. Use of Equipmen:, Inspeclion end Repom. Dunng the 
term of each Lease, Lessee shall be entitled to quiet enjoynent of 
the Equipment idenmled therein and may possess and use the 
Equipment in accordance with such Lease, provided that Lessee 
is IU compliance in all respects with ihe terms of such Lease and 
that such possession and use are in conforJllty wi-h all applicable 
laws, any insurance policies and any installanon requlrements 
(includmg en~%omental  specifications) or warranties of the 
manufacturer, seller andlor supplier with respect to the Equip- 
men: idenhfied in such Lease. Lessee shall provide all permits 
and licenses, if any, necessary for the installation and operation 
of the Equipment under each Lease. Lessor shall have the right, 
upon reasonable prior notice to Lessee and during regular husi- 
ness hours, to inspect the Equipment at the premises of Lessee or 
wherever the Equipment may be located. Lessee shall promptly 
notify Lessor of any alleged encumbrances on the Equipment 
identified in any Lease or any accident allegedly resulting from 
the use or operation thereof or any claim relating thereto. 

During the term of each Lease and at Lessor’s request, 
Lessee shall provide Lessor, no later than 10 days prior to the 
:nd of each Fiscal Period (commencing with the Lessee’s first 
iiscal Period during which a Schedule Funding Date occurs), 
Kith current budgets or other proof of appropriation for the 
msuing Fiscal Period and such other dormation relating to 
xssee’s ability to continue the term of each Lease for the next 
ucceedmg Renewal Term as may be reasonably requested by 
xssor. 

During the term of each Lease and at Lessor’s request, 
.essee shall furnish or cause to be furnished to Lessor, at 
.essee’s expense, as soon as available and in any event not later 
ian 180 days after the close of each Fiscal Period, the aukted 
aancial statements of Lessee as at the close of and for such 
jscal Period, all in reasonable detail, auhted by and with the 



Commercial Code or signed by Lessor as r.essee’s attorney-in-’ 
fact. 
15. Risk ofkors. A11 risk of loss, damage, theft or dessuction 10 
each item of Equipment under each Schedule and each Lease 
shall he borne by Lessee. N o  such loss, danaze. theft or de- 
smcrioc of the Equipment under any Lease, in’whole or in part, 
shall impav the obligations of Lessee under any Lease (includ- 
ins, but not limited to, the obligation to pay Rental Payments 
under each such Lease when due), all of whch shall continue m 
full force and effect subject to the terms of the applicable Lease. 
If (a) the Equipmenr or any pornon thereof under a Lease is 
destroyed (in whole or in part) or is damaged by fire or other 
casualty or (b) btie to ,  or the remporaq use of, the Equipment or 
any part thereof under a Lease is taken under the exercise o f  the 
power of eminent d o m m ,  Lessee shall m e d i a t e l y  
Lessor. Lcssee and Lessor shall cause the Net Proceeds of any 
insurance clam or condcmanon a w d  to be applied, a t  
Lessor’s ophon. to (i) the prompt repair, resTorarion, modifica- 
tion or replacement of the Equipment so affected or (11) the pay- 
nenr ul fuij of any then applicable Prepayment Option Amount. 
A n y  balance of “Jet Proceeds remaming after completion of such 
work or payment of such Prepayment Option .-lmount shall be 
paid promptly to Lessee. If the Net Proceeds are hsufficient fO 
pay the costs of such repair, restoration, modifcation or re- 
placement or to pay such Prepayment Option hnoun t  in full, 
Lessee shall, at Lessor’s direction, either complete the work DT 
pay any then applicable Prepabment Option -4mount in full and 
ir either case pay any cost in excess of the amount of Net Pro- 
ceeds, bu t  only from Legally Available Funds. 
16. Insurance. In the event that Lessee is not self-insured as 
hereinafter provided, Lessee, at its expense, shall throughout the 
term of each Lease kee? the Equipment thereunder insured 
agalnst Theft, f n e ,  collision (in the case of vehicles) and such 
other risks as may be customary for each item of Equipment ID 
the amounts and for the coverage set forth in Exhibit1 to the 
applicable Schedule, with carriers acceptable to Lessor, under a 
oolicv or oolicies c o n t a i ~ n z  a loss uavahle endorsement in favor 

I$. Tnres. Unless Lessee has provided Lessor vylth evidence 
necessary to sustam an cxemption therefrom, Lessee shall m e l y  
pay ali assessments, license fees, taxes (including sales, use, ex- 
cise, personal property, ad valorem, stamp, documentary and 
other taxes) and ai1 other governmental charges, fees, flms or 
penalties whatsoever, whether payable by Lessor or Lessez, now 
or hereafter imposed by any goyelmental body or agency on or 
relahng to the Equipment under each Lease, the RentaI Payments 
under each Lease or the use, re~strat ion,  rental, shipment, trans- 
portahon, delivery, ownershp or operation of the Equipment 
under each Lease and on or relzhng to each Lease; provided, 
however, that the foregoing shall not include any federal, state 
or local income or franchise taxes oflessor. 
19. Lessor’s performance of L ~ ~ ~ ~ ~ ’ ~  Obligations. If Lessee 
shall fall duly and promptly to perform any of its obligations 
under a Lease, Lessor may, at its option, any act or 
make any payment that Lessor deems necessary for the maink- 
nance and preservation of the Equipment under such Lease and 
Lessor’s interests therein, includmg, hut not limted to, payments 
for satisfaction of hens, repairs, taxes, levies and insurance. All 
expenses incurred by Lessor in perfomning such acts and all such 
payments made by Lessor together with late charges described in 
Paragraph 20 below as provided in each Lease, and any reason- 
able legal fees incurred by Lessor in connection therewith, shall 
be payable by L~essee to Lessor on demand. The performance of’  
any act or payment by Lessor as aforesaid shall not be deemed a 
waiver or release o f  any obligation or default on the p a n  of 
Lessee. 
20. Late Charges. Should Lessee fail to duly pay any part of 
any Rental Payment or other sum to be paid to Lessor under a 
Lease (including, hut not hmited to, any amounts due as a result 
o f  ~essor ’ s  exercise of its rights under Paragraph 25 hereof) 
within I O  days after the date on whch such amount is due under 
such Lease, then Lessee shall pay to  Lessor late charges on such 
delinquent payment from the due date thereof until paid at the 
rate of 18% per annum or the highest rate permitted by law, 
whichever is less. 

d u m g  the term of such Lease an actuarially sound self-murance 
proEram m form satisfactory to Lessor and shall provide evi- I n,, ,~nr; ,r , j  A,, !nu; 

:& fram Legally Availotle‘kunds and only to ;lie m e n t  

Pense, maintain effect throughout the of each Lease a 
policy or policies of comprehensive public liability PrOPe@ 
damage insurance in the amounts and for the coverage Set faith 
in Exhibit I to the applicable Schedule, with carriers sahsfactory 
to Lessor. All such insurance shall name Lessor as an additional 
insured. The policies required hereby shall provide that they 
may nor be canceled or materially altered without a t  least 30 
days pnor written notice to Lessor. Lessee shall deliver to 
Lessor copies or other evidence satisfactow to Lessor of each 
insurance policy and each renewal thereof. Failure by Lessor to 
request evidence of such insurance policies or renewals, or other- 
wise to verify the existence of such msurance, shall not consti- 
tuie a waiver of the requirements hereof. Lessor shall have the 
right, on behalf of itself and Lessee, to make claim for, receive 
payment of and execute and endorse documents, checks O r  

drafts received in payment for loss or damage under said insur- 
ance policies. If Lessee is self-insured with respect to equipment 
such as the Equipment m d e r  a Lease, Lessee shall maintam 

_... _~... ,-.-. ~ ~ ~ ~ , , = ~  ~ ~~ 

agents, empioyees, officers, directors, barens, subsidiaries and 
from and against any and all habfities, obligations, 

losses, damages, injuries, demands, actions, 
and expenses ( i n c l u h g  reasonable aeomey’s fees), of 

(includmg, but not l-ted to, latent and other defects and 
or not discoverablz by Lessee or Lessor), operation, 

ouzlership, delivery, storage, leasing or rem of any 
itern of Equipment, regardless ofwhere, how and by qrhom op. 
crated, or any failwe on the of L~~~~~ to accept the Equip- 
ment under any L~~~~ or to perfom oI comply 
“y o f  any L ~ ~ ~ ~ .  L~~~~~ is an independent contrac- 
tor and nothing conta&ed any L~~~~ shaU authorize Lessee or 

to operate any itern of Equipment so as to ircur 
or mpose any liability or obligation for or on behalf of Lessor. 
,vot,+ffhsranding anything in any Lease to the contrary, any 
indemnip amount by L~~~~~ as described in this Pora- 
prnnh 2: and os oiovided in :he aDg!icnble Leose slioll he pay- 

kuid and nature, out of the use, 

other 

dence thereof ui form and substance satisfactory to Lessor. 
17. Maintenonce and Repairs. Lessee Shal l  use the Equipment 
under each Lease in a and proper mmer, in compliance 
with all app!icable laws and regulations and, at its expense, keep 
and maintain the Equipment under each Lease in good repair and 
w o r h g  order, p e r f o b g  al] maintenance and 

maintain the ”Iue and utihq Of the Equipment, 

of Lessor, Lessee shall not make any alterations. modifications 
O r  

h r  removed without materially damagng the functional capa- 
bll!tizr, cconomlc vdue or utility of such Equipment. 

wear and cxcePted. the prior wntren ‘Onseat 

to Ihe Equipment under any Lease which 

-..... ”. .&*.. “f ‘ l l r .  

2 2 .  ivo Offset; Unconditional Obligaiion. Each Lease is 
Rental papents 

and Additional Payments under each Lease shall be absolute and 
unconditional under any and ail circumstances to be 

and cond,tions of each L ~ ~ ~ ~ ,  %rihout hkg the gener- 
ality of the foregoing, Lessee shall not be en5tled to any abarc- 
ment of rent or reduction thereof or setoff against rent, includuig, 
but not ]k i t ed  to, abatements, reductions or  setoffs due to any 
preseni or future of under any 
Schedule, any Lease, under  is Agreement or &envise; nor, 
cxcept as othenvise expressly provided in a Lease, shall any 
Lease termbate, or the respective obligations of Lessor or Lessee 

net” and L ~ ~ ~ ~ ~ ’ ~  obligation to pay 
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be orheru~se affected; 3y reason of any ? d u e  of the Equipment therellnder have been obtained, exc3pt 
snder such Lease to perfoia In the n m e r  or to the exttnt that li with resoect to annual or biemial budgetine and aonronnztinn 

ligations hereunder 

Lesser  anticipated or to achieve cost or other savmgs h a t  L,essee 
anticipated. any defecr m CI damage to or loss or destmctioo of 
a!] cr any of the Equipmezt cnder any Lease from whztsoever 
cause, the r k i n g  or reculsitiolung of iile Squlpment under any 
Lease by condemnation or otbenvise, the lawful prohibition of 
Lessee's us: of the Equipnenr under any Lease, the lnrerference 
with such ilse by any private person or corporat~cn, the mvaiidi;y 
or unenforceabiiiry or lack of due 2uthorv.anon or other infirmity 
of this .4geemeut, any Schedule or any Lease, or lack of right, 
power or au&orl& Of LSSSOr 10 enter h t o  h S  APement,  any 
Schedule or any Lease or any insolvency, b a d n p t c y ,  reorgani- 
zation a i  slolllar proceedinss by or against Lessor or Lessee or 
for any other cause whether slmilar or dissim'lar IO the forego- 

being the intention of the pafies hereto that the Rental Payments 
and Additional D a p e n t s  payable by Lessee under each Lease 

all events unless the obligabon to 
pay the same shall expire or he terminated pursuant to such 
Lease (mcluding upon the occurrence of an Event of Nonappro- 
prianon thereunder) or ,until the Equipment thereunder has been 
returned to the possession of Lessor as provided in such Lease 
(for aU purposes of each Lease, any item of Equipment shall not 
be deemed to have been returned to Lessor's possession untd all 
of Lessee's obligations with respect to the return, transportadon 
and storage thereof have been performed). To the extent per- 
mined hy appliC3ble law, Lessee hereby waives any and all 
rights that it may m w  have or that at any time hereafter may be 
conferred upon it. by statute or otherwise, to terminate, cancel, 
qult or sunender any Lease or any of the items of Equipment 
thereunder, except i n  accordance with the express terms of each 
Lease. 
23. Reprcsenrarions and Wcrrantics of Lessee. Lessee hereby 
represents and warrants to a i d  agrees with Lessor hat: 

(a) Lessee is a state or a political subdivision thereof w h i n  
rhe meaning of Secnou 103(c) of the Code. 

(b) Lessee has the power and authority under applicable 

log, any present or hture  l a w  to the conhaw notwithstandk 

conr inue to be payable 

- -  I &  

proceduks as required by State law rclaiing to each Lease. 
(0 The eniering into and performance of t!m hgreemect, 

each schedule and each L~~~~ not .,jolate any judgment, 
order, law oi regulation applicabie to Lessee or result in any 
breach of, constitute a default under, or result in the creation 

upon 
any assets of Lessee or on the Equipment under any Lease p". 
s u a [  to any indenme, mortgage, deed of mst, b a d  ioan or 
credit ageemeat or other ms-ent to wkch Lessee is a p w  
or by which it or its assets may he hound, except as provided in 
each L~~~~ with respect to the gran&g of 

to the Equipment therein described. 
(g) Lessee is acquiring the Equipment under each Schedule 

(E) The useful life of the Equipment identified in each 

any lien, charge, sec*ty interest or other 

interests 

and the L~~~~ for use w i b  its geographcal boundaries, 

Schedule not be less than the stated term Of the applica- 
ble Lease, including all contemplated Renewa1,Terms. 

(i) Lessee expects to have made' sufficient appropriations 
01 expects to have other Legally Available Funds 10 Pay all 
Rental P z P e n t s  due d h g  the Initial Term under each Lease. 

(j) During the five years prior to the date hereof, Lessee 
has not failed (for whatever reason) to appropriate amounts suf- 
ficient to pay its obligations that are subject to annual or biennial 
appropriation. 
24. Events u ~ D c ~ Q u N .  Each of the following events constitutes 
an " ~ ~ ~ ~ r  o f ~ e f ~ ~ l i "  with respect to a Lease: 

(a) Lessee fails to pay in full the Rental Payment due under 
such L~~~~ on any date upon which suchRental Payment is due; 

@) Lessee fails to comply with any other agreement or 
covenant of Lessee under such Lease for a period of 30 days 
following receipt o f  written notice of agreement 
or covenant and demand that such violation he remedied; 

(c) Lessee institutes any proceedings under any b h p t c y ,  
insolvency, reorganization or similar law or a receiver or similar 
officer is annomted for Lessee or anv of its orooertv: I. . ~ ~. 

law to' enter into the tra&actions contemplated by h s  Agree- 1 (d) my warruty ,  representation or statemeot made in 
ment, each Schedule and each Lease and has been duly 
authorized to execute and deliver this Agreement and each Lease 
and to carry out irs obligations under each Schedule and each 

~~g by or on behaw ofLessee in connection with~such L~~~~ 
is found to be incorrect or ,,,isleading in any material respect on 

Lease. 
(c) A11 requvements have been *et and procedures have 

occurred in order to ensure the enforceabhty of this Agreement, 
each Schedule and each Lease, and Lessee has complied with 
such pubhc biddmg requirements, if any, as may be applicable to 
the *asactions confemp:ated by this Agreement, each Schedule 
and each Lease. 

(d) Lessee is not subject to any legal OT contractual Innib- 
tion or provision of any nature whatsoever that in any way h t s ,  
rcsmcts or prevents Lessee from entering into this Agreement, 
any Schedule or any Lease or performing any of Its obligations 
under this Agreernznt, any Schedule or m y  Lease, except io the 

solvency, reorganization or other laws affecting creditors' rights 
:enerally. 

(e) There is no action, sui;, pzoceedins, inquiry or investi- 

extent that such may be b a h p t c y ,  in. 

:anon, la-' or in equity, before 01 by my court, public board 

~.essee, nor to the best howledge  of Lessee is there any basis 
herefor, wherein an unfavorable decision, ruling or fmding 
youid materially adversely affect the transactions contemplated 
'V this Agreement, aoy Schedule, m y  Lease or any other agree- 
ncnt  or instmment 10 w h c h  Lessee is a p a q  and which is used 
ir cont-mp!ated for u e  Ln the consunmation of thc kansactions 
o:itemplatcd by t i u s  Agreement, my Schedule or any Lease. 
LI! mtharizations, mnsenrs and approvAs of govzrrmzntai 
odks  or agencies required in Connection with the execulion and 
c i w e r y  by Lessee cf tbis Ageement. each Schedule and 
' 3 se  or h ccnncciion with the carr).iIg by Lzssee of its ob. 

? body, lolow to be pending Or against Or affecting 

(e) actual or attempted sale, lease or encumbrance of any of 
the Equipment under such Lease or thc making of any levy, sei- 
ZUTe or attachent thereofor thereon; or 

25. Repossession and Lrssor's Other Event Of 
DefQuft or Event of Nonappropria:ion. h e d i a t e l y  upon the 
occurrence of an Event of Default under a Lease or immediately 
after the expiration of the Initial Term or any Renewal Term un- 
der a Lease during which an Event of Nonappropriation occurs, 
Lessor may terminate the affected Lease or Lessee's rights there- 
under and in any such event repossess the Equipment under such 

promptly to Lessor at such location in the continental United 
States as Lessor shall direct. Such right of repossession and 
other righhts as specificelly provided in this Paragraph 25 shall 

( f )  any event of  default occurs under any other Lease. 

Lease, which Lessee hereby agrees, at its expense, to surrender 

constitute the sole remedies for Lessee's fzilure to make pay- 
or othenvise periom its obligations when required under a 

Lease, Lessee shall permit ~ e s s o r  or its agents to enter the 
prermses where the Equipment is then located, In the 
event of any such repossession, Lessee shall execute and deliver 
such documents as may reasonably be to &ansfer title to 
and possession o i  the Equipment under the affected Lease to 
Lessor, free and clear of all hens and security interests to u.hich 
such Equipment may have become subject. 

h y  termination of a Lease at Lessor's option as described 
in this Paragraph 25 and as provided in ~e applicable Lease shall 
take effect a t  the end of the Initial Term or the Renewal Tern 

Lease, If Lessor is enfitled to repossess h e  Equipment under a 
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